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“With the acquisition of Champs 
and Robbys Sports we are now 
positioned to make meaningful 
inroads into the lucrative and fast¬ 
growing retail sporting goods 
market, a logical extension of our 
successful athletic footwear and 
apparel operations.” 

Harold E. Sells 

Chairman and Chief Executive Officer 














75 th Anniversary of tin 1 
Wottht'urib Building 

On the night of April 24,1913, Pres¬ 
ident Woodrow Wilson pressed a 
button in the White House and 
80,000 lights in the Woolworth 
Building, then the worlds tallest, 
came to life. Regarded by many as 
the most majestic of New York’s 
structures, the Woolworth Build¬ 
ing has graced the Manhattan sky¬ 
line for seventy-five years in silent 
tribute to the towering accom¬ 
plishments of Frank Winfield 
Woolworth and the architectural 
genius of its designer, Cass Gilbert. 


Mission Statement 

The mission of EW Woolworth Co. 
is to provide value to consumers in 
North America, Germany, and Aus¬ 
tralia through its distinctly individ¬ 
ual but complementary retailing 
businesses. Under the general 
guidance of corporate manage¬ 
ment, these businesses will gener¬ 
ate levels of profit that not only 
satisfy investors and sustain long¬ 
term growth, but also provide 
full, competitive financial rewards 
for employees and benefit the 
communities in which they live 
and work. 
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CttttMtlidateil Statistics in Brief 


(in millions except per share amounts) 

/Wf7 

1986 

1985 

Sales . 

. . $7,134 

$6,501 

$5,958 

Operating profit. 

491 

456 

409 

Net income. 

251 

214 

177 

Capital expenditures. 

Advertising costs . 

244 

143 

202 

134 

152 

127 

Long-term debt . 

243 

248 

245 

Shareholders’ equity. 

Common shares outstanding at end of year . . . 

1,716 

64 

1,484 

65 

1,223 

64 

Per common share 

Net income . 

Cash dividends declared. 

Common shareholders’ equity. 

. $ 3-ftl 
1.32 
. 26.54 

$ 3.25 
1.12 
22.49 

$ 2.75 
1.00 
18.80 



Sales 

(in millions) 


$ 8,000 


6,000 


— 4,000 


— 2,000 



Net income 

(in millions) 
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Jb Our Shareholders 


By almost any measure, Woolworth’s 
1987 results were the best in the 
company’s 108-year history Net 
income rose to $3.81 per share, an 
increase of 17% over the 1986 rec¬ 
ord level of $3.25 per share. With 
the opening of 661 new stores in 
1987, the total number of stores 
rose to 6,799; sales rose 9.7% to 
$7.1 billion; and operating profit 
rose 7.7% to $491 million. For 
shareholders, another year of pro¬ 
gress was translated into the fourth 
consecutive annual increase in the 
quarterly dividend, to $.41 per 
share, from $.33 per share, an 
increase of 24%. 

Focus on Productivity 

Success in recent years can be 
attributed to a sharpened focus on 
productivity. Sales per square foot 
increased 9 6% during 1987 to $149, 
and operating profit per square 
foot increased 8.4% to $10.30. Most 
important, 1987 return on invest¬ 
ment (ROI) increased to 11.6%, up 
from 11.3% in 1986, and from 7.4% 
as recently as 1982, as we continue 
to make progress toward our ROI 
goal of 13%. 

The Dynamics of Change 

Due to an ever-changing social, 
demographic, and economic 
environment, successful retail 
companies must continually adapt 
to meet customers’ needs. In 
response to this challenge, the 
F.W Woolworth Co. has been 
transforming itself into the 
new Woolworth, an operator of 
5,127 specialty stores in 36 formats 
on 10.3 million scjuare feet of sell¬ 
ing area. These specialty stores 
represent the most dynamic ele¬ 
ment of change in your company's 
recent history. In 1982, specialty 
stores accounted for 28% of total 
sales and 39% of total operating 


profit. Just five years later, specialty 
stores produced 36% of total sales 
and 53% of total operating profit. 
Viewed from another perspective, 
specialty stores accounted for 46% 
of the increase in 1987 total sales 
over the prior-year level, but 66% 
of the increase in 1987 total operat¬ 
ing profit over the prior-year level. 

Because specialty stores gener¬ 
ate a higher return on invested 
capital than general merchandise 
operations, we are continuing to 
channel significant financial 
resources into specialty store 
operations. Virtually all of the 661 
new stores opened in 1987 were 
specialty stores, while 54% of total 
1987 capital spending—and 94% 
of new-store capital spending— 
was in specialty operations. 

Notwithstanding our recent 
emphasis on specialty stores, gen¬ 
eral merchandise sales and operat¬ 
ing profits have improved 
consistently over the past five 
years, despite a reduction in the 
number of general merchandise 
units during this period. 

The Future 

Almost all of our future expansion 
will reflect the rapid growth of 
specialty stores, continuing a pro¬ 
gram set when corporate growth 
strategies were established in early 
1983. These growth strategies con¬ 
sist of a three-pronged approach 
for expanding our specialty store 
operations. 

•Increase the number of existing 
specialty units. 

Of the 2,579 specialty stores 
opened since the beginning of 
1983,1,387 were opened in 11 
formats which were then operat¬ 
ing. Most notable in this group is 
Foot Locker, and a spin-off, Lady 


Foot Locker, both of which have 
been enormously successful. In 
the past five years, 926 new Foot 
Locker and Lady Foot Locker stores 
have been opened, and sales and 
operating profits have grown 
rapidly. We expect similar growth 
in the future. 

• Develop new specialty store for¬ 
mats internally. 

Since the beginning of 1983, 20 
new specialty store formats have 
been developed, representing 482 
specialty store openings. The fast¬ 
est growing member of this group, 
Afterthoughts, opened its first cos¬ 
tume jewelry and accessory bou¬ 
tique in 1985, and now has 197 
stores. The newest member of this 
group, Woolworth Express, just 
opened its first store in late 1987. 
Based on initial results, we have 
tremendous confidence in its 
future. 

•Acquire successful and compati¬ 
ble specialty store operations. 
Since the beginning of 1983, we 
have invested approximately $150 
million acquiring specialty store 
companies. Kids Mart, which was 
acquired in 1983 when it had 102 
units, now has 325 units in the 
United States, more than any other 
operator of children’s apparel spe¬ 
cialty stores in the country. In late 
1987 and early 1988 we acquired 
two sporting goods chains and 
now operate 89 sporting goods 
stores under the name Champs. In 
early 1988, Woolworth Germany 
also acquired 23 Moderna Schuh 
specialty shoe stores. 

This three-pronged approach to 
specialty store expansion has 
strengthened our capacity for 
future growth. Focusing on just 
one format in each of these catego¬ 
ries—Lady Foot Locker, Woolworth 
Express, and Champs—provides 


some insight into our plans for the 
future of the new Woolworth. We 
believe the opportunity exists for a 
Lady Foot Locker, a Woolworth 
Express, and a Champs store to be 
present in virtually every shopping 
mall in the United States. This rep¬ 
resents the potential for at least 
3,500 new stores from just these 
three formats before the end of the 
century. More important, these 
three formats represent but a few 
of the concepts we have devel¬ 
oped, and are continuing to 
develop, so that we can position 
the new Woolworth as the preemi¬ 
nent specialty retailer in the world. 

Our exciting and ambitious vision 
for the future of the new Woolworth 
cannot be achieved without the 
combined and continued efforts of 
our loyal associates, directors, 
shareholders, suppliers, landlords, 
and most important, our tens-of- 
millions of satisfied customers 
worldwide. Their contributions 
made our progress in 1987 possi¬ 
ble and make our future even 
brighter. 

We are extremely proud of the 
company’s recent accomplish¬ 
ments. Nevertheless, the transfor¬ 
mation is by no means complete. 

We are continually striving for even 
greater improvements in the future 
as we move forward in specialty 
retailing. 

Harold E. Sells 

Chairman of the Board and Chief 

Executive Officer 



Frederick E. Hen nig 
President and Chief Operating Officer 



fifirtdd E. Sells 

Ghatrrtxm of the Board and 
O/itf Exixuiii t 1 Officer 



Frederick h. flenttig 

President and Chief Qpmwttig C Tfficer 


April 13,1988 
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Year oj Achievement 


As in the four preceding years, 

1987 was one of meaningful pro¬ 
gress and achievement for the 
new Woolwortb, which a little over 
five years ago undertook a corpo¬ 
rate restructuring to strengthen 
every aspect of its business. In spite 
of the crash of the stock market last 
October, the new Woolwortb 
moved through the altered 
financial landscape with a sure¬ 
footedness that springs from the 
professionalism of its people and 
the soundness of its strategic ini¬ 
tiatives. While some retailers were 
jolted by the fourth-quarter down¬ 
turn in consumer spending and 
disappointing Christmas business, 
after the crash the company’s sales 
and profits increased compared to 
the year-earlier fourth quarter. 

Throughout 1987 the company’s 
expansion of its specialty store 
base—-a key strategic objective-— 
continued to be pursued with 
vigor. More than 650 specialty 
stores were opened or acquired— 
about two stores for every day of 
the year—including 328 units in 
formats which did not exist five 
years earlier. This brings to 1300 
the number of new specialty stores 
opened in the past two years. The 
new Woolwortb is fully committed 
to specialty retailing, as indeed it 
should be. 

As fast as the number of spe¬ 
cialty units has grown, sales have 
grown faster and operating profit 
faster yet. Between 1982 and 1987, 
the number of stores increased 
33%; sales rose by $2,010 million 
or 39%; and operating profit 
increased by $234 million or 91%. 
Specialty stores represent the most 
profitable segment of the com¬ 
pany’s business, contributing most 
to its 25% compound annual profit 
growth rate since 1982. 
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Upper left; Tbp-hmnd candies and novelties 
make for one of tlx? most appealing depart¬ 
ments in our Wootwortfo stores. 

Lower left: Woohvortfo redefines prime time 
with a wide selection of home video 
entertainment. 

Below ; Clothes from Kids Mart , shoesfrom 
Kinney , and a fantasy world of the latest 
Woohvorth toys . 







Fastest-Growing Formats 

Five of the diverse formats that the 
company operates accounted for 
nearly two-thirds of the 2,600 
stores it opened during the past 
five years. Approximately 400 new 
units were added to those formats 
in both 1986 and 1987. 

Not surprisingly, the stellar spe¬ 
cialty performer in 1987 was the 
Foot Locker division of the Kinney 
Shoe Corporation. Firmly estab¬ 
lished as North Americas largest 
and most complete athletic foot¬ 
wear chain, Foot Locker, from 1982 
through 1987, more than doubled 
its store units. In 1987 alone, some 
150 more Foot Lockers were 
opened, while overall sales and 
profits again rose sharply. The 
company expects Foot Locker to 
have a total of 1,400 to 1,500 stores 
within five years, located in vir¬ 
tually every regional mall and on 
the principal shopping streets of 
major cities. 

A complementary format, Lady 
Foot Locker, now just five years old, 
is stronger in many respects than 
was its forerunner Foot Locker at 
the same stage of development. 
This newer athletic footwear and 
apparel operation has been enthu¬ 
siastically welcomed by women 
on-the-go in the U.S. and Canada. 
Sales and profits continued to 
grow' in 1987 when 84 new stores 
were opened. Lady Foot Locker's 
future is especially promising with 
every indication that the North 
American market will easily sup¬ 
port 800 to 1,000 stores. There is 
little doubt that Lady Foot Locker, 
on a percentage basis, will grow 
faster in 1988 than most of the 
company’s other specialty formats. 
A second Foot Locker spin-off, Kids 
Foot Locker, w'as launched last year 
with three units and more in the 
offing. 
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Upper left: For the perfect fit , today ’s actu e 
woman turns to 1Lady Foot Locker 

lower left Kinney goes to camp with bright 
colors and fun characters from itsneiv 
"Camp Kinney 4 Kids J line . 

Below: Fitness with a splash of style Lady 
foot Locker stores in tJje US and Canada 
specialize in athletic foot wear, apparel and 
accessoties. 
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Kids Mart, the company’s chil¬ 
drens apparel specialty operation 
in the U.S., was strengthened last 
year by the addition of 54 new 
stores, bringing the year-end total 
to 325, while 75 existing stores 
were remodeled. Sales increased 
11% and operating profit climbed 
to an all-time high. Currently open¬ 
ing and operating more stores than 
any other childrens apparel spe¬ 
cialty chain in America, Kids Mart 
has the potential of operating 
three to four times as many units 
as it does now within the next six 
to seven years. 

With many locations carved 
out of Woolworth stores in major 
malls in the U.S. and Canada, 
Afterthoughts—with almost 200 
units at year end—has grown 
rapidly since its introduction in 
1985. This costume jewelry and 
fashion accessory format, designed 
for budget-minded, style-conscious 
younger women, is expected to 
add 75 new'stores in 1988. 

The last of the five previously 
mentioned specialty formats, 
Athletic X-Press, was known as 
Athletic Shoe Factory until 
recently. Featuring promotionally 
priced athletic footwear and 
apparel for men and women, these 
self-service units—virtually all 
added since 1984—totaled 188 at 
year end. Thirty new units will 
be opened this year. 

Woolworth Express: 
Convenience Plus 

One of the company’s latest entries 
into specialty retailing is 
Woolworth Express, designed to 
provide customers with the ulti¬ 
mate in quick-service shopping 
convenience. Woolworth Express 
offers several categories of mer¬ 
chandise—such as health and 
beauty aids, stationery, and greet¬ 
ing cards—proven to have strong 
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Upper left . Riebma n Brothers features a 
broad selection of distinguished suits and 
accessories for men. 


Lower left: Waotworlh gets high marksfor 
its great selection of school and office 
supplies and stationery. 



Below: The bride-to-be is showered with gifts 
for the homefrom our Woolworth and 
Woolco stores The sophisticatedfasljions 

arefrom Susie's and Anderson-Little> 

cmd droes arefrom Kinney 
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customer acceptance and high 
sales and profits per square foot in 
traditional Woolworth stores. This 
new format, with about 5,500 to 
6,000 square feet, will enhance the 
tenant mix of shopping centers 
ranging from regional enclosed 
malls to community strip centers. 
The first Woolworth Express, 
which opened last October in the 
Genesee Valley Mall in Flint, Michi¬ 
gan, comes alive daily with custom¬ 
ers making selections from its 
colorful racks. State-of-the-art elec¬ 
tronic scanners at checkout coun¬ 
ters speed them on their way and 
help maintain inventories at opti¬ 
mum levels. The company antici¬ 
pates having 16 of these units by 
the end of 1988, each with sales of 
$250 to $300 per square foot, and 
could have 600 to 800 in operation 
in eight to ten years, with a poten¬ 
tial for total annual sales of well 
over $1 billion. 

Woolworth Express bears noting 
for another reason. It exemplifies a 
trend for the company’s general 
merchandise divisions—in the 
U.S., Canada, and Germany—to 
diversify increasingly into specialty 
formats of their own. Another 
example is the successful After¬ 
thoughts format which, as in the 
case of Woolworth Express, has 
also been developed and nurtured 
by the U.S. Woolworth Division. 

The German subsidiary moved 
forward with Rubin and Foot 
Locker, two of its new specialty 
formats. Rubin, similar to 
Afterthoughts, though offering a 
somewhat broader array of higher- 
price-point merchandise, opened 
its first store in 1986. Last year 10 
were added and there are plans for 
another 30 or so in 1988. Foot 
Locker made its debut in Germany 
with the opening of three units in 
1987. Five additional stores are 
expected to open this year. 
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Upper left . Rubin , a neu specialty format 
in Germany, showcases a dazzling selection 
ofjeuehy and accessories 


Lower left: Video kiosks at Wooiwortb 
Express dispense information and dis¬ 
count coupons at the toudo of a button. 


Below. Whether it’s off to work, school, or 
play WooUvortb, Rtchman Brothers, 
Kids Mart, Kinney, and Champs hat e 

it all 
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Woolworth in Canada, similarly, 
has been giving greater emphasis 
to specialty formats, its newest 
being the Northern Reflections 
shops featuring outdoor sports¬ 
wear for women. Since last sum¬ 
mer alone, 11 of the new units have 
been opened in space recycled 
from less-productive formats. 

Last year Kinney Canada contin¬ 
ued to expand its casual and ath¬ 
letic apparel businesses. In just five 
formats, it opened 103 new stores 
and plans to add an even greater 
number in 1988. 

Double-Barreled 
Expansion Strategy 

One element that Woolworth 
Express, Afterthoughts, and the 
other formats just mentioned have 
in common is that each is the prod¬ 
uct of intensive internal research 
and development. At the same 
time, the company has accelerated 
its strategy of acquiring outside 
specialty formats that measure up 
to its demanding growth and 
return-on-investment criteria. 

Capping an acquisition drive in 
recent months, the Woolworth 
Company has moved into a leading 
position in the lucrative sporting 
goods market. The first step was 
the purchase of some 43 Champs 
sporting goods stores in larger 
shopping malls in the East, South¬ 
east, and Gulf Coast areas. More 
recently, Champs' potential in the 
sporting goods field nationwide 
was enhanced by the acquisition of 
46 Robbv's Sports stores, located 
mainly in the South. The two 
groups are rapidly integrating their 
operations under the Champs 
name and are expected to make 
meaningful inroads into the 
lucrative sporting goods retail mar¬ 
ket. In addition, the German sub¬ 
sidiary in January of this year 
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Upper left: A great selection of ports equip¬ 
ment and apparel gives Champs a real 
knockout punch. 

Intier left: Northern Reflections in 

Canada offers quality casual sportswear 
for the outdoor woman. 

Below- Prom nightpnmping begins and 
ends with fashionsfrom Susie's; classic 
pumps and evening hagsfrom Kinney; 
beauty supplies from Woo/worth f - and 
jewehy from Afterthoughts 
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acquired 23 Moderna shoe stores, 
broadening its specialty retailing 
base. 

Emphasis on Innovation 

Behind the company’s unrelenting 
drive into specialty retailing is its 
willingness to continually test new 
formats through a process which 
management refers to as “internal 
R & D.” Ideas for new formats per¬ 
colate from bottom up-—from the 
operating divisions to the Chair¬ 
man’s Group—an approach fully in 
keeping with the company’s overall 
philosophy of decentralizing retail 
operations while centralizing staff 
support functions such as legal, 
finance, treasury, and human 
resources. A benefit of this organi¬ 
zational structure is that it gives 
the subsidiaries and operating divi¬ 
sions freer rein to use their entre¬ 
preneurial instincts to develop 
ideas for creative, new specialty 
formats with the help of cen¬ 
tralized support staff, without 
increasing overhead costs. Thus, 
once a new specialty format is 
approved, its performance is 
closely monitored so that it can be 
expanded rapidly or curtailed 
without significant loss. In no case 
will any new format undermine 
the profitability or vitality of exist¬ 
ing operations. 

Because experimental formats 
generally have stores of only 2,000 


to 4,000 square feet, unsuccessful 
units can be promptly recycled 
into newer formats. Indeed, at the 
end of last year, over 400 new spe¬ 
cialty units occupied space that 
was converted, or approved for 
conversion, from other formats. 

Basic to Woolworth’s specialty 
retailing strategy is the recognition 
of the consumer as the driving 
force behind this growing, dynamic 
branch of merchandising. This 
reality is evident not only in the 
company’s move to diversify into a 
variety of specialty formats to sat¬ 
isfy the consumers increasingly 
particularized wants and needs, 
but also in Woolworth’s aggressive 
program of remerchandising and 
renovating existing general mer¬ 
chandise stores. Since late 1982, 
over 600 such stores, containing 
over 15 million square feet of sell¬ 
ing space, have been refurbished, 
and more renovations are under¬ 
way and on the drawing board. 

Woolworth Overseas Corp. 

With consumers today more selec¬ 
tive and demanding than ever, the 
company is pursuing a merchan¬ 
dising strategy attuned to the 
global-market environment. Deal¬ 
ing directly with supply sources in 
the increasingly dominant Far East¬ 


ern markets, Woolworth Overseas 
Corp. (WOC) is able to ensure 
product availability at reasonable 
prices and profitability. In 1987, 
WOC strengthened its operations 
in areas where it could still benefit 
the company’s competitive edge, in 
such places as Singapore, Hong 
Kong, Taipei, Manila, and Bangkok. 

Community Involvement 

Meanwhile, at home, 1987 was 
again a busy one for Woolworth 
associates actively involved with 
their communities, either in an 
official capacity or as private citi¬ 
zens. Sporting events especially 
held a lot of allure. Associates of 
Lady Foot Locker units in Colo¬ 
rado, for example, helped stage an 
annual 5-kilometer (3 1-mile) road 
race in Denver last June, to help 
support a safehouse for battered 
women. The competition drew a 
record 1,400 participants. A similar 
event in Dallas, Texas, sponsored 
by Lady Foot Locker, in October, 
attracted 2,000 entrants and raised 
funds for the Susan G. Komen 
Foundation to aid in the battle 
against breast cancer. In San Fran¬ 
cisco, meairwhile, Athletic X-Press 
stores helped sponsor the 76th 
annual Bav-to-Breakers Marathon, 
the largest foot race in the world, 
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that raises money for childrens 
charities in the region. 

For the fifth consecutive year, 
Woolworth Canada was a major 
supporter of The Arthritis Society 
in 1987. Through the efforts of 
Woolworth and Woolco associates 
across the nation, more than 
$320,000 was raised to help the 
millions of Canadians suffering the 
debilitating effects of arthritis. 

As individuals, thousands of 
Woolworth associates were also 
actively involved with volunteer 
organizations—activities strongly 
encouraged by the company 
through its annual international 
Chairmans Volunteer Service 
Awards Competition. Last year 183 
division associates won awards, 
marked by the company's donation 
of a $100 check to each winners 
volunteer organization: 20 grand 
award winners in this group saw 
the amount increased to $500 
each. Its estimated that over 50,000 
Woolworth associates are involved 
in volunteer work world-wide, 
nearly half of Woolworths total 
work force. These caring people 
brought 1987 to a close by once 
again activating Operation Santa to 
collect and distribute gifts to disad¬ 
vantaged women and children, as 
well as elderly nursing home 
patients in the New York metro¬ 
politan area. 
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Management s Report 


The integrity and objectivity of the financial statements 
and other financial information presented in this Annual 
Report are the responsibility of management of the com¬ 
pany The financial statements have been prepared in con¬ 
formity with generally accepted accounting principles and 
necessarily include amounts based on best estimates and 
judgment of management. 

The company maintains internal accounting control sys¬ 
tems and related policies and procedures designed to pro¬ 
vide reasonable assurance that assets are safeguarded, that 
transactions are executed in accordance with manage¬ 
ments authorization and properly recorded, and that 
accounting records may be relied upon for the prepara¬ 
tion of financial statements and other financial informa¬ 
tion. The design, monitoring, and revision of internal 
accounting control systems involve, among other things, 
managements judgment with respect to the relative costs 
and expected benefits of specific control measures. The 
company also maintains an internal auditing function 
which evaluates and formally reports on the adequacy and 
effectiveness of internal accounting controls, policies, and 
procedures. 


The company’s financial statements have been exam¬ 
ined by Price Waterhouse, the company’s independent 
accountants, whose report below expresses their opinion 
with respect to the fairness of the presentation of the 
statements. 

The Audit Committee of the Board of Directors, which 
is composed solely of directors who are not officers or 
employees of the company, meets regularly with corpo¬ 
rate management, the company’s internal auditors, and 
Price Waterhouse to review the activities of each and sat¬ 
isfy itself that each is properly discharging its respon¬ 
sibility In addition, the Audit Committee meets formally 
with Price Waterhouse, without managements presence, 
to discuss the examination of the financial statements as 
well as other auditing and financial reporting matters. 

Harold E. Sells William K. Lavin 

Chairman of the Board and Executive Vice President-Firm f t ce 

ChiefExecutive Officer and Chief Financial Officer 


Refxrrt of IruiefMwient Accountants 


ftice Waterhouse 



153 East 53rd Street 
New York, New York 


To the Board of Directors and Shareholders of 
E W Woolworth Co. 

In our opinion, the accompanying consolidated balance 
sheet and the related consolidated statements of income, 
of changes in shareholders' equity and of changes in 
financial position present fairly the financial position of 
F.W Woolworth Co. and its consolidated subsidiaries at 
January 30,1988, and January 31,1987 and 1986, and the 
results of their operations and the changes in their finan¬ 
cial position for the years then ended, in conformity with 
generally accepted accounting principles consistently 
applied. Our examinations of these statements were made 


in accordance with generally accepted auditing standards 
and accordingly included such tests of the accounting 
records and such other auditing procedures as we consid¬ 
ered necessary in the circumstances. 

^ UJt 

March 2,1988, except for the Shareholder Rights Plan note 
for which the date is April 4,1988. 
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Summitry of Sign ijiccmt Accounting Policies 


Consolidation 

The consolidated financial statements include the 
accounts of the company and all wholly owned domestic 
and foreign subsidiaries. The company’s 49%-owned Mex¬ 
ican subsidiary is accounted for on the cost basis. 

Reporting Year 

Beginning February 1,1987, the reporting period for all 
subsidiaries, with the exception of the German and Aus¬ 
tralian subsidiaries, changed from a fiscal year ending Jan¬ 
uary 31st to a 52/53-week reporting period ending on the 
last Saturday in January. The 1987 reporting year repre¬ 
sents the 52 weeks ended January 30,1988, while 1986 and 
1985 represent the fiscal years ended January 31,1987, and 
January 31,1986, respectively. The German and Australian 
subsidiaries have calendar reporting years ending on 
December 31st. 

^ningsper Share 

. .,nary earnings per share is computed on the basis of 
the weighted average number of shares outstanding giving 
effect to dilutive stock options. Fully diluted earnings per 
share gives effect to the assumed conversion of convert¬ 
ible preferred stock and the effect of dilutive stock 
options. 

Foreign Currency Translation 

All assets and liabilities have been translated at the 
exchange rates prevailing at the respective balance sheet 
dates, and all income statement items have been trans¬ 
lated using the weighted average exchange rates during 
the respective years. The gains and losses resulting from 
translating assets and liabilities at current rates are 
reported in shareholders’ equity Gains and losses from 
foreign currency transactions are reported in income. 


Merchandise Inventories 

Inventories are valued at the lower of cast or market using 
the retail method for merchandise in stores and ware¬ 
houses. Cost is determined on the last-in, first-out (LIFO ) 
basis for most domestic inventories, and the first-in, first- 
out (FIFO) basis for foreign inventories. 

Properties 

Significant additions and improvements to properties are 
capitalized; maintenance and repairs are charged to cur¬ 
rent operations as incurred. 

Depreciation and Amortization 

Owned buildings and equipment are depreciated on a 
straight-line basis over the estimated useful lives of the 
assets. The principal annual rates of depreciation are 2% 
to 3% for buildings and 10% to 33% for furniture, fixtures, 
and equipment. Leased properties under capital leases 
and improvements to leased premises are amortized on a 
straight-line basis over the lesser of the life of the asset or 
the term of the lease. 

Store Preopening Costs 

Store preopening costs are charged to expense in the year 
incurred. 

Leases on Closed Facilities 

Estimated future costs of leases on closed facilities are rec¬ 
ognized in the period in which the determination to close 
is made. These costs represent the present value of expen¬ 
ditures for rents, real estate taxes, and other occupancy 
costs, reduced by the present value of estimated income 
from subtenant leases. 



f W. Woobvnrtb Co 

Consolidated Statement of Income 


(in millions except per share amounts) 1987 1986 1985 

Revenues 

Sales, including sales from leased departments of $284, $257, and $253 . $ 7,134 $6,501 $5,958 

Other income. 43 30 32 

7,177 6,531 5,990 

Costs and Expenses 

Costs of sales. 4,714 4,287 3,952 

Selling, general, and administrative expenses . 1,859 1,689 1,545 

Depreciation and amortization. 147 125 111 

Interest expense. 51 56 68 

6,771 6,157 5,676 

Income before Income Taxes. 406 374 314 

Income taxes. 155 160 jvz 

Net Income. $ 251 $ 214 $ E7 


Net Income Per Common Share. $ 3.81 $ 3 25 $ 2.75 


See Summary? of Significant Accounting l } olicies on page 17 and Financial Review on pages 26 to 32. 
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F W Woalu’orth Co. 

Consolidated Balance Sheet 


(in millions) IW? 1986 1985 


Assets 

Current Assets 

Cash, and short-term investments at cost of $191, $193, and $115 . $ 259 $ 239 $ 143 

Merchandise inventories . 1,522 1,327 1,264 

Other current assets. 149 118 114 


1,930 1,684 1,521 

Owned Properties, less depreciation and amortization. 1,150 978 838 

Leased Properties under Capital Leases, less amortization . 82 91 90 

Deferred Charges and Other Assets . 13? 97 86 


S3,299 12,850 $2,535 


Liabilities and Shareholders' Equity 
Current Liabilities 

Accounts payable . S 654 $ 455 $ 454 

rued liabilities. 330 313 288 

income taxes. 60 77 59 

Dividends payable . 21 18 16 

Current portion of long-term debt and obligations under capital leases. 19 18 14 


1,084 881 831 

Long-Term Debt . 243 248 245 

Long-Term Obligations under Capital Leases. 101 110 111 

Other Liabilities . 1.04 90 95 

Deferred Taxes. 51 37 30 

Shareholders’Equity. 1,716 1,484 1,223 


$3,299 $2,850 $2,535 


See Summary of Significant Accounting Policies on page 17 and Financial Review on pages 26 to 32. 
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E W 'Xbolioorth Co. 

Consolidated Statement of Changes in Shareholders’Equity 


(shares in thousands, amounts in millions) 


1987 


1986 

1985 


Shares 

Amount 

Shares 

Amount 

Shares Aanount 


Preferred Stock 


Par value $1 per share, $2.20 Series A Convertible Preferred 
at stated value $4.73 VS per share, 7 million shares 
authorized, liquidation value $45 per share 


Outstanding at beginning of vear. 

246 

$ 1 

391 

$ 2 

513 

$ 2 

Converted during vear. 

(35) 

— 

(145) 

(1) 

(122) 

— 

Outstanding at end of year . 

211 

1 

246 

1 

391 

2 

Common Stock and Paid-In Capital 

Par value $3 33 VS per share, 250 million shares authorized 
Issued at beginning of vear. 

66.068 

236 

32,242 

128 

31,668 

115 

Issued upon conversion of preferred shares. 

99 

— 

347 

1 

173 

— 

Issued under stock option and purchase plans. 

283 

11 

985 

22 

401 

12 

Two-for-one stock split. 



32,494 

82 


M f 

Tax benefits related to stock option and purchase plans. . 


3 


3 


Issued at end of year . 

66.450 

250 

66,068 

236 

32,242 

128 

Common stock in treasury at beginning of vear. 

(576) 

(13) 

(197) 

(6) 

(200) 

(6) 

Acquired at cost . 

(1,880) 

(67) 

(164) 

(7) 

(19) 

(1) 

Issued under stock option and purchase plans. 

313 

7 

—• 

— 

22 

1 

Two-for-one stock split. 



(215) 

— 



Common stock in treasury at end of vear . 

(2,143) 

(73) 

(576) 

(13) 

(197) 

(6) 

Common stock and paid-in capital outstanding at end of 







year. 

64,307 

177 

65,492 

223 

32,045 

122 

Retained Earnings 

Balance at beginning of vear. 


1,239 


1,181 


1,069 

Net income. 


251 


214 


177 

Two-for-one stock split. 

Cash dividends declared 




(82) 



Preferred stock. 


— 


(1) 


) 

Common stock. 


(87) 


(73) 


(64) 

Balance at end of year. 


1,403 


1,239 


1,181 

Shareholders’ Equity before Foreign Currency 







Translation Adjustment. 


1,581 


1,463 


1,305 

Foreign Currency Translation Adjustment 

Balance at beginning of year. 


21 


(82) 


(129) 

Effect of fluctuations in foreign currency translation rates . 


114 


103 


47 

Balance at end of vear . 


135 


21 


(82) 

Total Shareholders’ Equity . 


$1,716 


$1,484 


$1,223 


See Summary of Significant Accounting Policies on page 17 and Financial Review on pages 26 to 32. 
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F. Wff Wooiu ortb Co 

Consolidated Statement of Changes in Financial Position 


(in millions) 1987 1986 1985 

Financial Resources Were Generated From: 

Net income. $251 $214 $177 

Non-cash items 

Depreciation and amortization . 147 125 111 

Utilization of deferred tax benefit . — — 27 


Total financial resources generated from operations. 398 339 315 

Proceeds from issuance of common stock . 18 22 13 

Sales of properties. 14 5 22 

Changes in other noncurrent assets and liabilities. 21 (6) (34) 

Total Financial Resources Generated. 451 360 316 


Financial Resources Were Used for: 

Increases (decreases) in working capital requirements (excluding cash and borrowings) 

Changes in inventory . 186 63 153 

Changes in other current assets and liabilities . (162) (42) (129) 

ditions to owned properties and those under capital leases. 244 202 152 

Cash dividends. 87 74 65 

Purchase of treasury stock . 67 7 1 

Cost of acquisitions . 34 — 4 


Total Financial Resources Used. 456 304 246 


Foreign Currency Translation Adjustment. 44 34 6 


Net Financial Resources Generated. $ 39 $ 90 $ 76 


Uses (Sources) of Additional Resources 

Increase in cash and short-term investments . $ 20 $ 96 $ 24 

Decrease (increase) in long-term debt and capital lease obligations . 19 (6) 52 

$ 39 $ 90 $ 76 

r > == 


See Summary of Significant Accounting Policies on page 1 7 and Financial Review on pages 26 to 32. 
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Managements Discussion of Operating Results and Financial Condition 


Financial Objectives 

Corporate financial objectives, adopted in 1983 and 
upgraded in 1986, are utilized to measure and monitor the 
results of implementing strategic priorities of restructur¬ 
ing and expanding the company. The following table pre¬ 
sents those objectives compared with actual results over 
the past three years: 

__ Ob/eaire 1987 19X6 19X5 

After tax return on begin¬ 
ning common equity 


The following table shows the calculation of ROI as the 
product of its two components, return on sales and invest¬ 
ment turnover: 


Return on 

sales 

times 

Investment 

turnover 


Return 

Sales 


198 ? 19X6 1685 


4.92% 4,66% 4.53% 


Sales 

Investment 


2.56* 2.42x 2.42x 


(ROE). 

After-tax return on average 

20% 

17.0 

17.7 

17.1 

equals 


investment (ROI). 

13% 

11.6 

11.3 

11.0 

Return on 

Return 

Annual profit growth rate . 

12-14% 

17. J 

20.9 

25.5 

investment 

Investment 


11.61% 11.29% 10.9*5% 


Return on Equity (ROE). The company’s objective is to 
achieve an after-tax return on beginning common equity 
of 20%. ROE is net income divided by common share¬ 
holders' equity at the beginning of the year. Although net 
income continued to rise steadily in 1987, return on equity 
declined due to factors other than net income which 
affect common shareholders' equity These factors, which 
include the issuance and purchase of stock; declaration of 
dividends; and changes in foreign currency translation 
rates, increased beginning common equity $55 million in 
1987 and $1 million in 1986. and decreased beginning 
equity $117 million in 1985. 

Return on Investment (ROI). The companys objective is 
to achieve an after-tax return on average investment of 
13%. ROI measures the relationship of return (earnings 
net of taxes but before interest) to average assets invested 
during the year. Investment is defined as net assets includ¬ 
ing the asset value of operating leases, but excluding debt 
and other noncurrent liabilities. 


The improvement in ROI is attributable, in part, to 
increased productivity, as indicated above by the steady 
rise in return on sales during the past three years. Further¬ 
more, despite significant capital expenditures, investment 
turnover has remained relatively stable during this per j 
leaving the company strategically positioned for strong 
future growth. 

Annual Profit Growth. Consistent with the ROE and ROI 
objectives, Wool worth has established an average annual 
net profit growth rate objective of 12-14%. This objective 
represents average profit growth over a period of years. 
During periods of economic expansion the company 
may exceed this rate, and, conversely, during recessions it 
may fall short of this objective. Over the past five years, 
net profit has grown at a compound annual rate of 25.1%. 


Results of Operations 

Information useful in analyzing results of operations 
follows: 



1987 

1986 

/UiiS 

Sales (in millions). 

$ 7,134 

16,501 


As a percentage of sales: 

Costs of sales. 

Selling, genera], and administrative 

66 . 1 % 

659% 

66,3% 

expenses .. 

26.1 

26.0 

25.9 4 

Depreciation and amortization, . . . 

2,0 

1.9 

1.9 

Interest expense. 

0,7 

0.9 

1.1 

Income taxes. 

2,2 

2.5 

2.3 

Net income. 

3.5 

3.3 

3.0 
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Sales . Sales increased 9-7% in 1987, 9.1% in 1986, and 3.9% 
in 1985 from the prior-year level. Sales gains during the 
past three years were a result of sales gains at existing 
stores, new store openings, inflation, and the strengthen¬ 
ing of the foreign operations' local currencies relative to 
the US. dollar. While continued sales gains are expected 
from both new and existing stores, the effect of inflation 
and currency fluctuations on future sales performance is 
unpredictable. If foreign sales had been translated at 
exchange rates in effect for the previous year, total sales 
would have increased 5-5% in each of the past three years. 
For further information on sales and sales per square foot 
in local currency, see page 35. 

Costs of sales. Inventories are valued using the retail 
method, and cost is determined on the FIFO basis for for¬ 
eign inventories and the LIFO basis for most domestic 
inventories. Included in costs of sales was a LIFO charge of 
5 million in 1987, and LIFO credits of $1 million in 1986 
d $11 million in 1985. 

Selling , general , and administrative expenses. As a 

percentage of sales, these expenses have increased 
slightly over the past three years. Advertising costs were 
$143 million in 1987, $134 million in 1986, and $127 million 
in 1985- 

Depreciation and amortization . Over the past three 
years, increases in depreciation and amortization expense 
attributable to owned properties and properties under 
capital leases were due primarily to opening of new stores 
and refurbishing of existing stores. In addition, strength¬ 
ening of foreign currencies relative to the US. dollar con¬ 
tributed to increases in depreciation and amortization 
expense in 1987 and 1986. 


Interest expense. The following table analyze 
ponents of interest expense: 

i s the com- 

(in millions) 

iW? 

1986 1985 

Interest on short-term debt. 

Interest on long-term debt. 

SI 7 

21 

$21 126 

21 22 

Total interest on debt. 

Imputed interest on capital lease 

obligations. 

& 

13 

42 48 

14 14 

Imputed interest on reserve for 

discontinued operations. 


— 6 

Total interest expense. 

$51 

$56 $68 

Interest expense on short-term debt was reduced by- 
interest income of $6 million in 1987, $2 million in 1986, 
and $1 million in 1985. Imputed interest on the reserve for 
discontinued operations during 1985 represented amor¬ 
tization of the discount applicable to the 1982 reserve for 
discontinuance of the U.S. Woolco operation. 

The following table provides additional information 
regarding debt levels and interest rates: 


£98? 

.1986 1985 


Weighted average interest rate during year 


Short-term debt. 

7A% 

8.0 

96 

Long-term debt. 

H.2% 

8.4 

8.5 

dotal debt. 

)rt-term debt outstanding during year 
in millions) 

7.8% 

8.2 

9.1 

Low. 

* — 

- 

- 

High. 


382 

441 

Weighted average. 

$293 

2?9 

278 


Income taxes. The company's effective tax rate was 38.1% 
in 1987,42.9%> in 1986, and 43.7% in 1985. The reduction 
in the 1987 effective tax rate increased net income and 
cash flow; and was due primarily to the statutory rate 
reduction under the United States Tax Reform Act of 1986. 
The company expects another positive effect on net 
income and cash flow in 1988 as the United States 
statutory rate is further reduced. 
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Managements Discussion, of Operating, Results and Financial Condition 


Segment Information. The 6,799 retail stores which 
the company operates can be broadly categorized into 
two segments: specialty stores and general merchandise 
stores. The names, descriptions, and operating statistics of 
the components of these segments are located on pages 
26,27,34, and 35. 

The following statistics highlight increased productivity 
in terms of sales per square foot of selling area, which has 
resulted in improved operating profit per square foot of 
selling area, despite pressure on operating profit margins 
in 1987: 


Sales per square foot 

19S7 

1986 

1985 

Specialty. 

$261 

245 

219 

General merchandise. 

$122 

112 

103 

Consolidated. 

>149 

136 

124 

times 




Operating profit margin 




Specialty. 

10 . 2 % 

10.5 

10.2 

General merchandise. 

S. 0 % 

5.1 

5.0 

Consolidated. 

6 . 9 % 

7.0 

6.9 

equals 




Operating profit per square foot 




Specialty. 

$ 26.5 

25.6 

22.5 

General merchandise. 

$ 6.1 

5.7 

5.2 

Consolidated. 

110.3 

9.5 

8.5 


Foreign Currency Fluctuations. Since approximately 
40% of sales are generated outside the United States, the 
value of the L.S. dollar relative to the currencies of the 
foreign countries in which the company operates affects 
consolidated operating results. During 1987 and 1986, the 
strengthening of the German mark and the Canadian dol- 


Consolidated Operating 
Profit Per Square Foot 



lar had a positive impact on consolidated earnings, while 
1985 results were adversely affected by a relatively strong 
U.S. dollar. 

Foreign operating profit, expressed in U.S. dollars, 
increased 11% in 1987,25% in 1986, and 6% in 1985- If for¬ 
eign operating profit had been translated at rates in effect 
for the previous year, foreign operating profit would 
have been essentially unchanged in 1987 and would have 
increased 14% in 1986 and 11% in 1985. 

Following are the weighted-average foreign exchange 
rates used to translate foreign operating results into U.S. 
dollars: 



/ 967 

1986 

1985 

Canada . 

% change from prior year . 

. 7582 

5.0 

.7221 

(0.9) 

2285 
(5 1) 

Germany. 

% change from prior year . 

. 5631 

.4684 

342 

.3490 

Australia. 

% change from prior year . 

7028 

4-9 

.6700 

(42) 

m 


For further information on operating profit in local cur¬ 
rency, see page 35. 


Liquidity and Capital Resources 

A significant indicator of the company's liquidity is total 
financial resources generated from operations which 
amounted to $398 million in 1987, $339 million in 1986, 
and $315 million in 1985. In addition, commercial paper, 
bankers acceptances, and short-term bank loans are 
used to finance seasonal working capital requirements. 


Total Financial 
Resources Generated 
From Operations 

(in millions) 



Capital Expenditures 
Including Acquisition 
Costs 

(in millions) 
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Lines of credit available at January 30,1988, amounted to 
$497 million. 

During the past three years, financial resources have 
been used mainly for working capital, expansion, and div¬ 
idends. In addition, in 1987, approximately 1.8 million 
shares of Woolworth common stock were repurchased at 
a cost of $65 million. Capital expenditures, including 
acquisition costs, totaled $278 million in 1987, $202 mil¬ 
lion in 1986, and $156 million in 1985. 

For additional information on how the company gener¬ 
ated sufficient financial resources to meet its needs during 
the past three years, see the consolidated statement of 
changes in financial position on page 21. 

Planned capital expenditures of $268 million for 1988 
exclude the cost of two acquisitions which were initiated 
in late 1987 and completed in early 1988. It is expected that 
expansion in 1988 will again be financed through inter¬ 
nally generated funds. However, depending on market 
ditions and other circumstances, additional financing, 

. . ler long term or short term, may be utilized. 

The following table sets forth the components of the 
company’s capitalization: 


(in millions) 

1987 

1986 

79 85 

Long-term debt and capital lease 
obligations. 

. i 

S 376 

% 370 

Present value of operating lease 
commitments. 

l T l6ti 

1,035 

933 

Total debt. 

1,529 

1,411 

1,303 

% of capitalization . 

47 % 

49% 

$2\ 

Shareholders' equ.it v. 

1,716 

1,484 

1,223 

% of capitalization . 

53 % 

51% 

48'. 

Total capitalization. 

$3,245 

$2,895 

$2,526 


While long-term debt and capital lease obligations have 
lined during 1987, operating lease commitments, 
which are used to finance the expansion of specialty 
operations, have increased. The 47% ratio of debt to cap¬ 
italization on January 30,1988, provides the financial flex¬ 
ibility to obtain additional financing, if necessary 


In 1987, Standard & Poor's, recognizing Woolworth's 
strong financial position, raised the company's commercial 
paper rating to A1 from A2 and the senior debt rating to A 
from A—. Current debt ratings follow: 

Commercial Paper 

Standard & Poor’s.A1 

Moody’s Investors Service.PI 

Ixxig-Term Debt 

Standard & Poors.A 

Moody's Investors Service..A 2 

The drop in stock market prices which occurred on 
October 19,1987, has not measurably impaired the com¬ 
pany’s operations or its ability to generate funds as shown 
in the following analysis which compares Woolworths 
common stock performance relative to the Dow Jones 
Industrial Average: 

Percent 

March 2, 1988 October 16, 1987 Increase 
Closing Price Closing Price lDecrease) 

FW Woolworth Co.. . . 467s 42% 10.9% 

Dow Jones 

Industrial Average. . 2071.29 2246.74 (7.8)% 

During the past three years inflation in the countries in 
which the company operates, as measured by government 
indices, has been minimal. To the extent that inflation 
exists, however, it tends to benefit operating results 
because current revenues are matched with historical 
costs of productive capacity and the historical cost of 
foreign inventories valued on the FIFO method. 

For additional analyses of operating results and finan¬ 
cial condition see the Financial Review' beginning on the 
next page. 


Common Stock Price Trends 



i Woolworth Common Stock ■ Dow Jones Industrial Average 

(Based on quarterly closing prices January 31, 1983, through 
January 30, 1988; and closing prices on March 2, 1988) 


25 



































Financial Retdew 


Sales 

(in millions) 

1987 

1986 

1985 

Specialty 




Domestic. 

$2,1-45 

SI,922 

$1/712 

Foreign . 

424 

353 

300 

Total specialty. 

2,569 

2,275 

2,012 

% change from prior year . 

123 

13.1 

10.1 

General merchandise 




Domestic. 

2,026 

1,954 

1,938 

Foreign . 

2,613 

2,343 

2,079 

Total general merchandise . , . 

4,639 

4,297 

4,017 

% change from prior year . 

H3 

7.0 

1.0 

Intersegment sales. 

(74) 

(71) 

(71) 

Total... 

$7,134 

16,501 

55,958 

% change from prior year . 

il.7 

9.1 

33 

Operating Profit 




(in millions) 

iW? 

1986 

1985 

Specialty 




Domestic. 

$ 222 

$ 203 

$ 179 

Foreign . 

39 

35 

27 

Total specialty. 

2G 1 

238 

206 

% change from prior year . 

9.7 

15.5 

28.7 

General merchandise 




Domestic. 

n 

96 

104 

Foreign . 

135 

122 

99 

Total general merchandise . . . 


218 

203 

% change from prior year . 

5.5 

7.4 

46 

Total operating proht. 

491 

456 

409 

% change from prior year . 

7.7 

11.5 

15.5 

Less: 




Corporate expense. 

(34) 

(26) 

(27) 

Interest expense .. 

(51) 

(56) 

(68) 

Income taxes . 

(155) 

(160) 

(137) 

Net income. 

$ 251 

$ 214 

$ 177 

% change from prior year . 

173 

2(19 

253 


Depreciation and Amortization 


(in millions) 

1987 

1 9 86 

1985 

Specialty 

Domestic. 

.... $ 49 

$ 40 

$ 37 

Foreign . 

9 

“7 

() 

Total specialty. 

58 

47 

43 

General merchandise 




Domestic. 

... 34 

33 

32 

Foreign . 

48 

40 

32 

Total general merchandise . 

82 

73 

64 

Corporate. 

7 

5 

4 

Total. 

.... $ 147 

$ .125 

$211 

Capital Expenditures 




(in millions) 

19&7 

1986 

1985 

Specialty 

Domestic. 

... . S 100 

$ 94 

■$ 65 

Foreign . 

31 

19 


Total specialty. 

.... 

113 

7 

General merchandise 




Domestic. 

33 

42 

43 

Foreign . 

71 

38 

30 

Total general merchandise . 

104 

80 

73 

Corporate. 

9 

9 

5 

Total . 

.... $ 244 

$ 202 

$ 152 

Additions attributable to properties under capital leases 
were $1 million in 1987, $7 million in 1986, and $4 million 

in 1985. Costs incurred for repairs and maintenance were 
$52 million in 1987, $55 million in 1986 , and $54 million 

in 1985. 




Total Assets 




(in millions) 


1986 

<4 


Specially 

Domestic. $ 973 $ 791 $ 699 


Foreign . 183 143 114 


Total specialty. 

1,1 S6 

939 

813 

General merchandise 

Domestic. 

Foreign . 

734 

669 

1,093 

698 

863 

Total general merchandise . . . 

2,017 

1762 

1.561 

Corporate. 

126 

154 

161 

Total. 

$ 3,299 

$2,850 

$2,535 


26 



































































































Net Properties 


(in millions) 

m 7 

19m 

1985 

Specialty 

Domestic. 

Foreign . 

$ 383 
67 

$ 329 
46 

% 281 
32 

Total specialty. 

450 

375 

313 

General merchandise 

Domestic. 

Foreign . 

222 

515 

226 

424 

219 

358 

Total general merchandise . 

757 

650 

577 

Corporate. 

45 

44 

38 

Total. 

$1,232 

$1,069 

$ 928 

Merchandise Inventories 




(in millions) 

1987 

1986 

1985 

LIFO inventories. 

FfFO inventories. 

$ 866 
656 

$ 693 
634 

$ 695 
569 


. merchandise inventories . 

$1,522 

SI,327 

$1,264 


Excess of current cost (FIFO) over stated 
LIFO cost. 

$ 127 

$ 111 

$ 112 


Properties 

Owned properties and leased properties under capital 
leases at year end were: 


(in millions) 

1987 

1986 

1985 

Land and buildings 

Owned . 

$ 632 

% 525 

$ 440 

Leased. 

149 

154 

156 


781 

679 

596 

Furniture, fixtures, and equipment 

Owned . 

682 

579 

510 

Leased... 

14 

20 

21 


696 

599 

531 


1*477 

1,278 

1,127 

Less accumulated depreciation and 

amortization. 

674 

583 

519 


803 

695 

608 

Buildings on leased ground, less amor- 

tization . 

38 

34 

29 

Alterations to leased and owned build- 

ings, less amortization. 

391 

340 

291 

Total properties . 

$1,232 

$1,069 

$ 928 


Accrued Liabilities 

( in millions) 


1.987 

1986 

1985 

Compensation ... 

Taxes (other than income—principally 

$ 

116 

$ 106 

$ 90 

withholding). 


68 

62 

61 

Other . 


146 

145 

137 

Total accrued liabilities . 

$ 

330 

$ 313 

$ 288 


Leases 

The company is obligated under capital and operating 
leases for a major portion of its store properties and 
equipment. Some of the store leases contain purchase 
options or renewal options with varying terms and condi¬ 
tions. Management expects that in the ordinary course of 
business expiring leases will generally be renewed or 
replaced by leases on other premises. Certain leases pro¬ 
vide for additional rental payments based on a percentage 
of store sales. Rental expense was; 


(in millions ) 

198 7 

1986 

7985 

Minimum rentals . 

Contingent rent based on sales 

* 32R 

$ 288 

$ 265 

Operating leases. 

44 

39 

34 

Capital leases . 

9 

8 

8 

Sublease income . 

(38) 

(36) 

(34, 

Total rental expense. 

... $ 343 

$ 299 

$ 2 7 3 


Future minimum rents under noncancelable operating 
leases are: 

(in millions) 


1988 . $ 2 7 9 

1989 . 264 

1990 . 243 

1991 . 219 

1992 . 194 

Thereafter. 823 


Total operating lease commitments. $2,024 

Present value of operating lease commitments. $ 1,166 


Aggregate minimum annual rents above have not been 
reduced by minimum sublease income of $51 million due 
in the future under noncancelable subleases. 
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Financial Rei ieiv 


Long-Term Debt and Capital Lease Obligations 

Following is a summary of long-term debt and capital 
lease obligations: 


iin millions) 

1987 

1986 

1985 

7,375% sinking fund debentures payable 

through 1996 . 

$ 48 

$ 56 

$ 62 

9% sinking fund debentures payable 

through 1999 . 

109 

113 

117 

10% Canadian sinking fund debentures 

pavable through 2003 . 

37 

37 

36 

3-2596 to 9% mortgage obligations on 

real estate payable through 2011. 

41 

34 

22 

Other . 

8 

8 

8 

Total long-term debt... 

243 

248 

245 

Capital lease obligations . 

101 

110 

111 


$ m 

$ 358 

$ 356 


The 7.375%, 9%, and 10% sinking fund debentures may 
be redeemed, in whole or in part, at the option of the 
company at annually declining premiums which are pres¬ 
ently 1.5%, 2.9%, and 5.5%, respectively 

Unused lines of credit in support of commercial paper 
borrowings, and short-term bank borrow ings available at 
January 30,1988, totaled $497 million. 

In accordance with informal agreements with certain 
banks, the company paid commitment fees throughout 
the year ranging between Y»% and !4% of the outstanding 
domestic credit lines. 


Maturities and sinking fund requirements of long-term 
debt and minimum rental payments under capital leases 
in future periods are: 


(in millions) 

Long-term 

debt 

Capital 

leases 

Total 

1988 . 

. $ 

11 

$ 21 

$ 32 

1989. 


17 

19 

36 

1990 ... 


21 

18 

39 

1991. 


21 

17 

38 

1992 . 


20 

15 

35 

Thereafter. 


164 

135 

299 



254 

225 

479 

Less: Imputed interest. 



100 

100 

Executory expenses. 



16 

16 

Current portion. 


11 

8 

19 


% 

243 

$ 101 

$ 344 


Aggregate minimum lease payments above have not 
been reduced by minimum sublease income of $3 million 
due in the future under noncancelable subleases. 


Foreign Currency Translation Adjustment 

Shown below' is an analysis, by foreign currency of the 
translation adjustment included in shareholders' equity: 


( in millions) 



1986 

1985 

Germany. 

.. $ 

203 

$ 109 

$ 24 

Canada . 


( 50 ) 

(67) 

(86) 

Australia. . 


( 6 ) 

(7) 

(6) 

Mexico . 


(12) 

(12) 

(12) 

Other . 


— 

(2) 

(2) 

Total foreign currency translation 





adjustment . 

.. $ 

135 

$ 21 

$ (82) 


Taxes on Income 

Following are the domestic and foreign components of 
pretax income: 


(in millions) 


1987 

1986 

1985 

United States. £ 259 $ 242 $ 210 

Foreign . 147 132 

Total pretax income.. $ 406 $ 374 $ ^ . * 

The income tax provision consists of the following: 

(in millions) 


1987 

1986 

1985 

Current: 





Federal . 

. $ 

72 

$ 85 

$ 47 

State and local. 


16 

14 

13 

Foreign . 


65 

60 

49 

Total current tax provision . , . . 


m 

159 

109 

Deferred: 





Federal . 


— 

3 

27 

State and local. 


— 

— 

— 

Foreign .. 


2 

(2) 

1 

Total deferred tax provision . . . 


2 

1 

28 

Total income tax provision . 

. $ 

155 

$ 160 

$ w 


Deferred taxes of $27 million in 1985 resulted from rec¬ 
ognition in different periods, for accounting and tax pur¬ 
poses, of expenses attributable to the discontinuance of 
the U.S. Woolco operation. 

A reconciliation of the significant differences between 
the effective income tax rate and the federal statutory rate 
on pretax income follows: 



198 7 

1986 

1985 

Statutory federal income tax rate . 

State and local income taxes, net of 

38.9% 

46.0% 

46.0% 

federal tax benefit . 

Investment and other tax credits, net of 

2.4 

2.0 

2.3 

recapture. 

(6.3) 

(0.4) 

(2.4) 

Foreign income taxed at lower rates .... 

(0.3) 

(2.8) 

(0.8) 

Other items, net. 

(2.6) 

(1.9) 

(1.4) 

Effective income tax rate. 

38.1% 

42.9% 

43.7% 
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The Internal Revenue Service has completed its exam¬ 
ination of the company's US. income tax returns for the 
fiscal years through 1981. 

Provision has been made in the accompanying con¬ 
solidated statement of income for additional income 
taxes applicable to dividends received or expected to be 
received from foreign subsidiaries. The amount of unre¬ 
mitted earnings of foreign subsidiaries, on which no such 
tax is provided and which is considered to have been per¬ 
manently reinvested in the subsidiaries, totaled $502 mil¬ 
lion at January 30,1988. 

The company plans to adopt Statement of Financial 
Accounting Standards No. 96, “Accounting for Income 
Taxes” (SFAS No. 96) in 1989- The impact of SFAS No. 96 
on the financial statements of the company has yet to be 
determined. 

Retirement Plans 

mestic and foreign companies have noncontributory 

irement plans for qualified employees. Benefits are 
generally based on years of service and the employees 
career-average compensation. Plans are funded in accor¬ 
dance with the provisions of the laws of the countries 
where the plans are in effect. 

During 1987 the company adopted Statement of Finan¬ 
cial Accounting Standards No. 87, “Employers’ Accounting 
for Pensions.” The implementation of this standard did 
not have a material effect on the financial statements, and 
prior-year information was not restated. 

The cost of retirement plans in 1987 was $5 million and 
included the following components of expense (income): 


(in millions) 

Domestic 

Elans 

Foreign 

Elans 

Total 

Service cost: benefits earned during 

oeriod. 

$13 

$ 5 

$18 

rest cost on projected benefit 

obligation . 

37 

10 

47 

Actual return on plan assets. 

(5) 

— 

(5) 

Net amortization and deferral. 

(47) 

(8) 

(55) 


S(2) 

$ 7 

$ 5 


Pension expense was $3 million in 1986 and $10 million 
in 1985. 


The following table sets forth the plans’ funded status 
and amounts recognized in the consolidated balance 
sheet at January 30,1988: 


Assets Exceed AccumuLa ted 

Act urn tilcited Ben efits 

Ben efits Exceed Assets 


(in millions) 

Domestic 

Foreign 

Domestic 

Foreign 

Actuarial present value of 
obligations: 

Vested . 

$ 407 

$ 58 

$ 8 

S 62 

N unvested. 

15 

3 

— 

4 

Accumulated benefit 

obligation. 

422 

61 

8 

66 

Plus: obligation for future 
salary increases . 

30 

8 

3 

4 

Projected benefit 

obligation (PBO) . 

452 

69 

11 

70 

Plan assets at fair value. 

473 

68 

— 

— 

Amount of plan assets over 

(under) PBO. 

21 

(i) 

(id 

(70) 

Unrecognized net obligation/ 

(asset) at transition. 

(92) 

03) 

8 

2 

Unrecognized prior service 
cost . 

44 

-r 



Unrecognized net loss/(gain) 

14 

-j 

0 ) 

(1) 

Accrued pension cost 
recognized in the 
consolidated balance 
sheet . 

$ (13) 

$ — 

$ (4) 

$ (69) 


Plan assets consist primarily of stocks, bonds, and tem¬ 
porary investments. The assumed long-term rate of return 
on plan assets was 10%. The projected benefit obligation 
on January 30,1988, was determined using an assumed 
weighted-average discount rate of 9-4% and a weighted- 
average assumed rate of compensation increase of 4.7%. 

Following are comparisons of prior years’ accumulated 
plan benefits and plan assets calculated in accordance 
with APB Opinion No. 8 on the indicated actuarial valua¬ 
tion dates: 


As' of January' 1 1986 1985 


(in millions) 

Actuarial present value of accumulated plan 
benefits: 

Vested . % 455 $ 421 

Non vested. 20 2? 

$ 475 $ 448 

Assets available for benefits. $ 571 $ 484 

Weighted-average assumed rate of return. 8.3% 8-7% 


In addition to pension benefits, contributory health 
care and life insurance benefits are provided for certain 
domestic and foreign employees upon retirement. The 
cost of providing these benefits for retirees is accounted 
for on a cash basis and was $5 million in 1987 and $4 mil¬ 
lion in 1986 and 1985. 
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Stock Option and Purchase Plans 

Under the terms of the 1986 Woolworth Stock Option 
Plan, options may be granted to officers or key employees 
to purchase up to 4,000,000 shares, in the aggregate, of the 
company’s common stock at not less than 10096 of the fair 
market value on the date of grant. Options generally are 
first exercisable one year from the date of grant, at which 
time up to one-half of the option may be exercised, with 
the remainder becoming exercisable two years from the 
date of grant. Unexercised options may not remain out¬ 
standing more than 10 years from the date of their grant. 

Shares remain available for the future grant of optioas 
under the 1982 Woolworth Stock Option Plan, the terms of 
which are substantially similar to those of the 1986 Plan. 
The power to grant options under the 1976 Woolworth 
Stock Option Plan expired in 1981, although certain 
options granted under the 1976 Plan remain outstanding 
and exercisable. 

Under the terms of the 1985 Woolworth Employees’ 
Stock Purchase Plan, participating employees may acquire 
shares of common stock through payroll deductions of 
not more than 10% of their annual compensation. The 
price at which shares are purchased is 85% of the lower 
fair market value for such shares on one of two specified 
dates in each plan year. Under this plan, a participant is 


The information set forth in the following table covers options granted under the 1986,1982, and 1976 Plans. 




/9#7 



1986 



1985 


( in thousands except prices 
per share) 

Shim* 

Fit itself 
Prices 
pCrSbiwrv 

RiM£C of 
Fspimliott 
Date sr 

Shares 

Range of 
ibices 
per Share 

Range of 
Expiration 
Dates 

Shares 

Range of 
Prices 
per Share 

Range of 
Expiration 
Dates 

Options outstanding at 
beginning of year. 

1,090 

44% 

July 13,1987- 
Vow 12,19% 

1,072 

9Vi 

2VA 

Julv 12, 1986- 
Feb. 13, 1995 

1,117 

m- 

19% 

July 12, 1986- 
May 31,1994 

Options exercisable at 
beginning of year. 

420 

97,*- 

33%> 

July 13,1987, 
Reb, 12.19% 

486 

9 %~ 
19% 

July 12,1986- 
Feb. 8 , 1994 

489 

m- 

19 '/k. 

July 12,1986- 
Oct. 11, 

Options granted 

during year. 

406 

441-16 

Feb, 11,1997 

499 

33*16- 

44%* 

Feb. 12. 1996- 
Nov. 12, 1996 

394 

21'/h 

Feb. 13, 

Options exercised 
during vear. 

292 

sm*- 

33% 


464 

9%-,- 

33%, 


415 

8Vh- 

18%, 


Options which expired or 
were canceled during year 

31 

44m 


17 

1214* 

33% 


24 

12 % 
21 'A 


Options outstanding at end 
of year. 

1,173 

9Vi6- 

44m 

July 12, I9S«, 
R-b. 11,1997 

1,090 

9%- 

44% 

July 13, 1987- 
Nov 12,1996 

1,072 

9 Yto- 
21 Vn 

July 12, 1986 
Feb. 13,1995 

Options exercisable at end 
of year. 

565 

44m 

July 12,1988- 
Nov, 12, 19% 

420 

9%- 

33% 

July 13,1987- 
Feh. 12,1996 

486 

9%r 

19‘/i6 

July 12,1986- 
Feb. 8,1994 

Options available for future 
gram at end of vear. 

5*707 



4,082 



566 




limited to the acquisition in any calendar or plan year of 
that number of full shares which have an aggregate fair 
market value at the beginning of the plan year of not more 
than $25,000. Of the 4,000,000 shares of common stock 
authorized for purchase under the 1985 Purchase Plan, 
304,513 shares were purchased during the fiscal year 
ended January 30,1988, by 7,896 plan participants. At 
January 30,1988, approximately 52,300 employees w'ere 
eligible to participate in the 1985 Purchase Plan, and 
approximately 7,600 of those persons were participating. 

When common stock is issued under any of the above 
stock option or stock purchase plans, the proceeds from 
options exercised or shares purchased are credited to 
common stock to the extent of the par value of the shares 
issued, and the excess is credited to additional paid-in cap¬ 
ital. When treasury common stock is issued, the difference 
between the average cost of treasury stock used and the 
proceeds from options exercised or shares purchased is 
charged or credited, as appropriate, to additional paid-i 
capital or retained earnings. The tax benefits relating to 
amounts deductible for federal income tax purposes in 
excess of the amounts charged to income for financial 
reporting purposes have been credited to additional paid- 
in capital. 
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Preferred Stock 

At January 30,1988, the 210,711 outstanding shares of $2.20 
Series A Convertible Preferred Stock had a liquidation 
value of $9 million. The stock is cumulative, voting, and 
convertible at any time at the rate of 2.84 shares of com¬ 
mon stock for each share of preferred stock, subject to 
anti-dilution provisions. A total of 598,420 shares of com¬ 
mon stock has been reserved for the conversion. At the 
option of the company, the preferred stock is redeemable 
at $45.00 per share, subject to the holders’ rights to con¬ 
vert such shares into shares of common stock prior to the 
date fixed for redemption. 

Common Stock 

On May 30,1986, the company effected a two-for-one 
split of its common stock in the form of a 100% stock divi¬ 
dend. All share and per share information included in this 
report has been adjusted to reflect the stock split. 

jareholder Rights Plan 

On April 4,1988, the company’s board of directors 
adopted a shareholder rights plan to deter coercive or 
unfair takeover tactics and to prevent an acquiror from 
gaining control of the company without offering a fair 
price to all shareholders. 

Under the plan, preferred stock purchase rights will be 
distributed as a dividend at the rate of one right for each 
share of common stock held as of the close of business on 
April 14,1988. 

If certain events occur, the plan would allow holders of 
the rights to purchase units of a newly issued series of pre¬ 
ferred stock. If additional events occur, holders would be 
entitled to purchase shares of common stock or other 
assets at half of their value. 

If and when the rights first become exercisable, holders 
rights could buy one one-hundredth of a newly issued 
snare of Series B Participating Preferred Stock for each 
right held at an exercise price of $200. The rights could be 
exercised only if a person or group: 

• acquires beneficial ownership of 20% or more of the 
company’s common stock, 

• commences a tender or exchange offer, upon consum¬ 
mation of which, such person or group would beneficially 
own 30% or more of the common stock, 

• becomes beneficial owner of an amount of common 
stock which the board of directors determines to be sub¬ 
stantial (at least 15% of the shares of common stock out¬ 
standing), and the board of directors, after reasonable 


inquiry and investigation, determines that the owner of 
those shares is an “adverse person." The board of direc¬ 
tors could make such a determination if (a) such bene¬ 
ficial ownership is intended to cause the company to 
repurchase the common stock beneficially owned by such 
person or to cause pressure on the company to take action 
or enter into a transaction intended to provide the owner 
of the stock with short-term financial gain not in the best 
long-term interest of the company and its shareholders or 
(b) such ownership is causing or may cause a material 
adverse impact on the business or prospects of the 
company 

Holders can exercise their rights to buy common stock 
or other assets at half value once any person or group 
becomes the beneficial owner of 30% or more of the 
company’s common stock other than through an offer for 
all shares deemed by the board of directors to be fair to, 
and otherwise in the best interest of, the company and its 
shareholders, or if the board of directors declares the 
owner of a block of stock to be an “adverse person.” Gen¬ 
erally, holders would be eligible to exercise their rights 
under those circumstances except for the owner of the 
30% block of stock or the owner determined to be an 
“adverse person.” 

In addition, if the company is involved in a merger or 
other business combination transaction with another 
person in which the company’s shares are changed or 
converted, or sells more than 50% of its assets to a new 
owner, each right that has not previously been exercised 
will entitle its holder to purchase common shares of the 
new owner having a value of twice the rights exercise 
price. 

The company generally will be entitled to redeem the 
rights at $.05 per right at any time until the 10th business 
day following public announcement that a 20% position 
has been acquired. The company may not redeem the 
rights if the board of directors has previously declared a 
person or group to be an “adverse person.” 

The rights will expire April 14,1998, unless redeemed 
at an earlier date. 
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Shareholder Information 

E W Woolworth Co. common stock is listed on the New 
York Stock Exchange and traded on the New York, Boston, 
Cincinnati, Midwest, Philadelphia, and Pacific Stock 
Exchanges. The company’s preferred stock is listed on the 
New York Stock Exchange and traded on the New York, 
Cincinnati, and Midwest Stock Exchanges. The company's 
New York Stock Exchange ticker symbol is “Z.” 

Cash dividends have been paid to common share¬ 
holders ever)" quarter since 1912. Dividends paid on com¬ 
mon and preferred shares in 1987 amounted to $87 
million. At January 30,1988,53,255 record shareholders 
owned 64,306,738 common shares; and 2,321 record 
shareholders owned 210,711 preferred shares. 


Market Prices 




7 



1986 



Utxb 

IjfMV 

Close 

High 

low 

Close 

Quarter 


Common Stock 



First. 

54 

42% 

491* 

40M 

3146 

377s 

Second. 

58 

44 Vi 

57Vk 

49 

3714 

4374 

Third. 

595* 

30M» 

MV, 

4514 

37 

447i 

Fourth. 

4m 

29 Vi 

41V* 

46’/s 

37 

42-H 

Quarter 


Preferred Stock 



First. 

lSlVi 

125 

139 

11474 

88 7 

10814 

Second. 

162V4 

I28-H 

t62H. 

137 

105 3 /4 

122 Vs 

Third. 

I67V4 

90 

91*4 

126 

108 

123 'A 

Fourth. 

106 

86 

100 W 

130 

108 

124 Vi 

Dividend Yields 


19&7 

1986 

1985 

1984 

1983 

Dividends declared 






Common .... 


$132 

$1.12 

$1.00 

$ .90 

$ .90 

Preferred .... 


$2.20 

$2.20 

$2.20 

$2.20 

$2.20 

Dividend yield at vear end 






Common .... 


3.2% 

2.6% 

3.2% 

4.4% 

5.3% 

Preferred .... 


2.2% 

1.8% 

2.5% 

3-8% 

4.6% 


Quarterly Results ( Unaudited) 


(in millions except 
per share amounts) 

Sales 

1987 .. 

1986 . 

Operating profit 

1987 . 

1986. 

Net income 

1987. 

1986. 

Net income per share 
1987 

1986. 

Dividends declared 
per share 

1987. 

1986. 


Quarter 

First Second Third Fourth 


Year 


$1,531 $1,63*1 $1,756 $2*217 S7,lM 
1,412 1,491 1,585 2,013 6,501 


72 

59 


29 

20 


.43 

■30 


-33 

.28 


86 

80 

37 

31 

.48 


.33 

.28 


118 

107 

54 

46 

.82 

.70 


33 

.28 


215 491 


210 

131 

117 

2,00 

L77 


33 

.28 


456 

251 

214 

3-S1 

3-25 


132 


© 


Quarterly results for 1986 are restated to reflect the 
change in reporting period beginning February 1,1987, 
from a year endingjanuary 31st to a 52/53-week reporting 
year ending on the last Saturday in January 

The company’s business is seasonal in nature. Tradition¬ 
ally, a greater proportion of annual sales and net income is 
generated in the fourth quarter. 
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FW W(x\lwortb Co. 

Five Year Summit ry of Selected Financial Data 


(in millions except per share amounts) f9S7 1986 1985 1984 1983 


Summary of Operations 

Sales. 

Other income. 

Costs of sales. 

Selling, general, and administrative expenses . 

Depreciation and amortization. 

Interest expense. 

Income taxes. 

Net income . 

Dividend requirement of preferred stock. 

Net income applicable to common stock. 

Per common share 

Primary net income . 

Fully diluted net income . 

Dividends declared. 

Average common shares outstanding. 

tandal Condition 

Inventories . 

Owned and leased properties under capital leases, net . 

Total assets. 

Current portion of long-term debt and obligations under 

capital leases. 

Long-term debt and obligations under capital leases .... 

Total shareholders’ equity . 

Common shareholders’ equity . 

Per common share. 

Financial Ratios 

After-tax return on beginning common equity (ROE). . . 

After-tax return on average investment (ROI) . 

Operating profit as a percentage of sales . 

Net income as a percentage of sales. 

Total debt/total capitalization . 

rrent ratio. 

Number of Stores at Year End 

Specialty . 

General merchandise. 

Total. 


$7,134 

$6,501 

$5,958 

$5,737 

$5,456 

43 

30 

32 

26 

26 

4,714 

4,287 

3,952 

3,853 

3,679 


1,689 

1,545 

1,472 

1,411 

147 

125 

111 

105 

100 

51 

56 

68 

82 

85 

155 

160 

137 

110 

89 

251 

214 

177 

141 

118 

— 

(1) 

(1) 

(1) 

(1) 

$ 251 

$ 213 

$ 176 

$ 140 

$ 117 

$ 5-81 

$ 3.25 

$ 2.75 

$ 2.22 

$ 1.86 

3-78 

3.22 

2.72 

2.19 

1.83 

1.32 

1.12 

1.00 

.90 

.90 

65.9 

65.6 

63.9 

62.9 

62.6 

$1,522 

$1,327 

$1,264 

$1,108 

$1,042 

1,232 

1,069 

928 

867 

890 

3,299 

2,850 

2,535 

2,311 

2,364 

19 

18 

14 

50 

72 

344 

358 

356 

372 

435 

1,716 

1,484 

1,223 

1,051 

1,030 

1,707 

1,473 

1,205 

1,028 

1,005 

26.54 

22.49 

18.80 

16.34 

15.96 

17.0% 

17.7 

17.1 

13.9 

12.1 

11.6% 

11.3 

11.0 

95 

8.1 

6.9% 

7.0 

6.9 

6.2 

5.6 

3.5% 

3.3 

3.0 

2.5 

2.2 

47.1% 

48.7 

51.6 

55.8 

57.4 

1.8 

1.9 

1.8 

1.8 

1.8 

5,127 

4,614 

4,090 

3,820 

3,518 

1,672 

1,695 

1,732 

1,749 

1,762 

6,799 

6,309 

5,822 

5,569 

5,280 
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Store Profile 


Retail Units 


General 

Merchandise 


At 

Jan. JT 
1987 

Opened 

Closed 

Ai 

JSuhM 

Planned 

Openings 

1988 

Woolworth—US. 

■ general merchandise and apparel. 

1,164 

1 

25 

1,140 

6 

W(x:>l worth—Germany 

general merchandise, including better grades of apparel 







home furnishings, jewelry and leather goods. 

224 

— 

1 

223 

2 

Wcx>l worth—Canada 

■ general merchandise and apparel. 

173 

2 

6 

169 

6 

Wool co 

■ full-line discount department stores. 

119 

1 

— 

120 

2 

Mini Shops 

apparel and other general merchandise. 

15 

5 

— 

20 

12 


Total General Merchandise 

1.695 

9 

32 

1,672 

28 

Specialty 







Kinney 

■ ■ family shoe stores, and leased departments in Woolco 







stores in Canada. 

1,808 

55 

48 

1,B1S 

41 

Foot Locker 

■ ■ athletic footwear stores. 

867 

151 

1 

1,017 

137 

Kids Mart 

■ B promotionally priced infants’ and childrens apparel. 

284 

58 

6 

336 

72 

Lady Fo m lacker 

■ ■ athletic footwear and apparel stores, and leased 







departments in Woolco stores in Canada. 

244 

84 

— 

328 

122 

Susies 

■ womens clothing stores. 

250 

2 

3 

249 

— 

Afterthoughts 

m m costume jewelry, handbags, and accessories. 

129 

68 

— 

197 

& 

Athletic X-Press 

m athletic ftxxwear stores. 

157 

33 

2 

188 

c 

R ich man 

e. men’s clothing and furnishings: and womens career 







apparel in selected stores. 

198 

1 

26 

173 

2 

Williams the Shoemen 

« '.amily shoe stores. 

148 

11 

— 

159 

12 

Anderson-Little 

■ womens and mens clothing and furnishings. 

121 

9 

4 

126 

8 

Fredelle 

■ ■ high-fashion womens footwear stores. 

92 

3 

4 

91 

15 

Sportelle 

■ ■ womens casual apparel stores. 

69 

15 

— 

§4 

20 

Robinson's 

■ apparel and other merchandise. 

73 

2 

1 

74 

5 

Randy River 

■ ■ footwear in Australia and mens clothing in Canada. 

44 

22 

— 

66 

14 

Champs 

■ athletic equipment, footwear, activewear, and 







accessories. 

— 

43 

— 

43 

85 

Raglans 

■ unisex casual apparel. 

5 

26 

— 

31 

10 

Frugal Franks 

■ brand-name footwear at promotional prices. 

28 

7 

13 

22 

15 

Burger King 

■ franchised food operations in selected Woolworth 







stores. 

8 

11 

— 

19 

— 

Little Folk Shop 

■ brand-name infants' and childrens apparel. 

15 

— 

— 

15 

3 

Frame Scene 

■ frames, framing services, and photographic prints. 

7 

5 

— 

12 

10 

Rubin 

costume jewelry, handbags, and accessories. 

1 

10 

— 

11 

3^ 

Northern Reflections 

• outdoor sportswear for women. 

— 

11 

— 

11 

26 

Lewis 

m family shoe stores. 

24 

1 

15 

10 

m 

Activeworld 

■ women’s and children's casual clothing and footwear. 

24 

— 

14 

10 


The Rx Place 

■ prescription drugs, health and beauty aids, and other 







items at deep discount prices. 

3 

4 

— 

7 

7 

Live Wire 

* women's sports apparel and footwear 

4 

2 

— 

6 

4 

Canary Island 

■ casual clothing and leisurewear made of natural fibers. 

— 

6 

—■ 

6 

15 

Herald Square 

■ party goods, gifts, stationery and greeting cards. 

3 

2 

— 

5 

10 

Ashbrooks 

m home furnishings and accessories. 

— 

3 

— 

3 

— 

Fun & Fashion 

fashionable apparel for men and women. 

3 

1 

1 

3 

5 

Kids Foot Locker 

m childrens athletic ftxnwear stores. 

— 

3 

— 

3 

10 

Cotton Supply Company 

■ women's and men's casual apparel. 

— 

2 

— 

2 

4 

Woolworth Express 

■ general merchandise convenience stores. 

— 

1 

— 

! 

15 

Backyard 

■ barbecued food operations. 

2 

-- 

1 

1 

— 

Face Fantasies 

m cosmetics and beauty products. 

3 

— 

— 

3 

— 


Total Specialty 

4,614 

652 

139 

5,127 

809 


Grand Total 

6.309 

661 

171 

6,799 

837 

The service marks and trademarks 

m CS. 






appearing on this page are owned by 

mCanada 






E W Woolworth Co. or one of its 

Germany 







subsidiaries (except for Burger King). * Australia 












Statistical Data by Operation 


Total Total General 


Specialty 

1987 

1986 

1985 

1984 

1983 

Merchandise 

1987 

1986 

1985 

1984 

1983 


*2,569 

12.9 

2 275 

2,012 

1,828 

1,591 

Sales. 

*4.639 

8.0 

4,297 

7.0 

4,0 17 

3,977 

1.2 

3,931 

4.2 

% change from prior year . 

13.1 

10.1 

149 

12.4 

% changefrom prioryear 

1.0 

Operating profit. 

$ 261 

238 

206 

160 

125 

Operating profit. 

* 230 

218 

203 

194 

183 

Selling area in square feet at 






Selling area in square feet 






vear end (thousands) . . . 

10,258 

9,464 

9,109 

9,199 

8,845 

at year end (thousands) 

37,634 

38,191 

38,779 

39,202 

39,446 

Sales per square foot. 

* 261 

245 

219 

203 

184 

Sales per square foot .... 

* 122 

112 

103 

101 

99 

Operating profit per 





14.5 

Operating profit per 






square foot. 

$ 26.5 

25.6 

22.5 

17.7 

square foot .. 

$ 6.1 

5.7 

5.2 

49 

4.6 

Kinney Shoe Corporation 





U.S. Wooltvonh 






Sales. 

*2,055 

1,817 

1,586 

1,419 

1,264 

Sales. 

*2,026 

1,954 

1,938 

1,905 

1,821 

Operating profit. 

* 244 

230 

189 

155 

121 

Operating profit.. . 

* 95 

96 

104 

95 

78 

United States 

Sales. 

Operating profit. 

*1,679 

* 203 

1,500 

195 

1,312 

163 

1,160 

134 

1,016 

102 

Selling area in square feet 
at year end (thousands) 
Sales per square foot .... 

19395 
* 103 

19,902 

97 

20,384 

94 

20,794 

91 

21,168 

85 

Selling area in square feet at 

5,658 



5,126 

4,917 

Wnnhitnrth Ganada 





year end (thousands) . , . 

5,278 

5,029 







Sales. . 

*1,493 
can *1,969 

1,436 

1,988 

1,421 

1,952 

1,435 

1,408 

1,739 

Sales per square foot. 

* 507 

291 

258 

231 

205 

nada 

oales. 

o 


1,871 

$ 327 
m* 432 

274 

380 

234 

321 

216 

282 

209 

259 

Operating profit. 

* 62 
Out* 02 

70 

97 

67 

93 

64 

84 

60 

74 

Operating profit. 

* 38 

31 

23 

18 

16 

Woolworth stores 






C !an $ SO 

43 

32 

24 

20 

Sales. 

Can* 380 

395 

396 

384 

354 

Selling area in square feet at 






Operating profit. 

(an * 25 

30 

28 

28 

25 

year end (thousands) . . . 

1,128 

1,017 

1,211 

1,157 

1,109 

Selling area in square feet 






Sales per square foot. < jh| 40.1 

341 

271 

249 

233 

at year end (thousands) 

3J11 

3,323 

3,415 

3,452 

3,473 

Australia 






Sales per square foot .... 

Can* 116 

117 

115 

111 

102 

Sales. 

* 49 

43 

40 

43 

39 

Woolco stores 







a* 69 

64 

57 

48 

43 

Sales. 

Can *1.589 

1,593 

1,556 

1,487 

1,385 

Operating profit. 

* 3 

4 

3 

3 

3 

Operating profit. 

Can* 57 

67 

65 

56 

49 


A* 5 

5 

4 

3 

3 

Selling area in square feet 






Selling area in square feet at 






at year end (thousands) 

11,371 

11,322 

11,366 

11,360 

11,388 

year end (thousands) ,. . 

184 

168 

144 

132 

126 

Sales per square foot .... 

Can* 140 

140 

137 

131 

122 

Sales per square foot. 

A* 392 

410 

413 

372 

350 












Woolworth Germany 





Richman Brothers 






Sales 

*1,120 
DM 1,989 

907 

1,937 

658 

1,886 

637 

1,824 

702 

1,804 

!es. 

* 263 

261 

254 

249 

222 


derating profit. 

* 11 

17 

16 

15 

10 

Operating profit. 

* 73 

52 

32 

35 

45 

Selling area in square feet at 







DM 130 

112 

90 

99 

116 

year end (thousands) . . . 

1,509 

1,594 

1,529 

1,511 

1,523 

Selling area in square feet 






Sales per square foot. 

S 170 

167 

167 

164 

143 

at year end (thousands) 

3,657 

3,644 

3,614 

3,596 

3,417 






Sales per square foot .... 

dm 545 

534 

523 

520 

530 

Little Folk!Kids Mart 












Sales. 

* 145 

131 

101 

73 

33 

All information is in millions exceptper-square-ioot amounts and 


amounts indicated otherwise. 





Operating profit (loss) .... 
Selling area in square feet at 

* 10 

(7) 

6 


1 

Per-squarefoot information is calculated using average square feet of 

year end (thousands) . ., 

780 

660 

547 

425 

330 







Sales per square foot. 

| 201 

217 

208 

193 

200 







Other Specialty Operations 











Sales. 

$ 106 

66 

71 

87 

72 







Operating (loss). 

Selling area in square feet at 

$ (4) 

(2) 

(5) 

(10) 

(7) 







year end (thousands) .. . 

999 

747 

649 

848 

840 







Sales per square foot. 

$ 121 

95 

95 

103 

96 








Other specially operations include the specialty formats operated by the 
general merchandise divisions; as well as The Rx Place since its formation 
in 1985; and *J. Brannam which was closed during 1985. 
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Board of Directors 



Left to right: Frederick E. Hennig, President; Harold E. Sells ,> Chairman; 
James E. Preston 



* 


r 

,G- 

1 * a 


y 


A l *■ 

! 

1 


^ _ _ 1 1 _ w4l _ 


Left to right: Margaret P. MacKimm, Seymour H. Knox IH, 
Jarobin Gilbert Jr 



Left to right. John W. Adams, E M. Kirby, Eugene J. Sullivan, 
John W Lynn 



Left to right: John J. Mackowski, Helen Gotland, Andrew F. Peck 


Harold E. Sells l 

Chairman of the Board and Chief Executive Officer 

Frederick E. Hennig 

President and Chief Operating Officer 

John W Adams i f 2,3 ,5 

Director of various companies 

Helen Galland i, 2 , 5 

President, Helen Galland Associates (marketing and business 
consulting services) 

Jarobin Gilbert Jr l, 3, 4 

Vice President\ National Broadcasting Company, Inc. (television and 
radio services) 

E M. Kirby 1,2, 3 , 4 

Chairman of the Board, Alleghany Corporation (asset management) 

Seymour H. Knox III 1 , 3 ,4 t 5 

Vice President, Kidder, Peabody & Co. Incorporated (investment 
services, member of The New York Stock Exchange, Inc. ) 

John W Lynn 1 ,2 ,5 

Former Chairman of the Board; director of various companies 
Margaret P MacKimm 1,3 ■ 4,5 

Senior Vice Ihesident—Corporate Communications, Kraft, Inc. 

(food processing) 


John J. Mackowski 1 , 2,5 

Chairman and Chief Executive Officer, Atlantic Mutual Insurance 
Company and Centennial Insurance Company (property, liability 
and marine insurance) 

Andrew K Peck 1,2, 4,5 

Chairman, Andrew Peck Associates, Inc. (investment services) 

James E. Preston 1 , 2,4 

Executive Vice President, Avon [Products, Inc. and lResident and Chief 
Executive Officer of the Beauty Group of Avon IToducts, Inc. 
(manufacture and sale of beauty products and health-care services) 

Eugene J. Sullivan 1 , 2 ,3,5 

Chairman of the Executive Committee, Borden, Inc. (manufacturer, 
processor and distributor offood ' dairy and chemical products) 


Robert C Kirkwood 

Honorary Director 


1 Member of Executive Committee 

2 Member of Audit Committee 

3 Member of Compensation Committee 

4 Member of Nominating and Organization Committee 

5 Member of Retirement Investment Committee 
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Corporate Officers 

Chairman of the Board 
and Chief Executive Officer 

Harold E. Sells 

President and Chief Operating Officer 

Frederick E. Pfennig 

Executive Vice Presidents 

Arnold S. Anderson 

Administration and General Counsel 

William K. Lavin 

Finance and Chief Financial Officer 

Vice Presidents 

Ted M. Annenberg 
Deputy General Counsel 

John H, Cannon 

Treasurer 

Joseph K Carroll 
^ Flic Affairs 

fliam R. Forcht 

Human Resources 

Rov L Garofalo 
Investor Relations 

C. Jackson Gray 

Corporate Planning and Dei vfopment 

Aubrey C. Lewis 
Corporate Liaison 

Henry C. Miner III 
Taxation 

Thomas E. Page 

Controller 

Charles T Young 
Management Information Systems 

Secretary 

iiam B. Thomson 

General Auditor 

Glen R. Goff 

Assistant Vice Presidents 
Jacqueline D Delafuente 
Diu • Department 

James J. O'Neil 

Taxation 

Assistant Controllers 
Laura T Kirsner 
Michael T. Steven 

Assistant Secretaries 

Gary M. Bahler 
Christopher J. Hoey 
S. William Manteria 
James J. Pirretti 
George K. Schubert 
Frances E. Trachter 

Assistant Treasurer 

Alfonso Tino 


Corporate Headquarters 

Wool worth Building 
233 Broadway 
New York, New' York 10279 
(212)553-2000 

Transfer Agent and Registrar 

Morgan Shareholder Services 

Trust Company 

30 West Broadway 

New York, New' York 10007 

(212)587-6515 

Form 10-K 

A copy of FW Wcx.)kvorth Co.s 1987 
Annual Report on Form 10-K to the 
Securities and Exchange Commission 
is available, without charge, by 
request to the Corporate Secretary at 
the Corporate Headquarters. 

Shareholders ' Meeting 

The next Annual Meeting of 
Shareholders will be in the Bluma 
Appel Theatre of The St. Lawrence 
Centre for the Arts, 27 Front Street 
F.ast, Toronto, Ontario, Canada, at 
10 A.M. (local time) on Thursday, 

June 16,1988. 

The formal notice of the Meeting, 
proxy statement, and form of proxy 
will be mailed to each shareholder 
on or about May 9,1988, at which 
time proxies wall be requested by 
management. 

Dividend Reinvestment Plan 

The company has a dividend 
reinvestment plan under which 
quarterly cash dividends on 
Wool worth common stock and 
certain voluntary cash payments 
may be invested in additional shares 
of common stock. Brokerage 
commissions and administrative costs 
associated with stock purchases 
under the plan are paid by the 
company. 

A brochure describing the plan and 
an application form can be secured 
from: Morgan Shareholder Services 
Trust Company, PO. Box 3506, Church 
Street Station, New York, New York 
10008-3506 or from the Corporate 
Secretary at the Corporate 
Headquarters. 

(0 1988 FW Moot worth Co 


Consolidated Operations 

US. Woolwortb Division 

Robert L. Jennings 

Resident and Chief Executive Officer 

EW Woolwortb Co. Limited Canada 

Robert L. Whitell 

President and Chief Executive Officer 

EW. Woolwortb Co. G.m.bJi . Germany 

Peter Ellegast 
Managing Director 

Kinney Shoe Corporation 

Cameron I. Anderson 
Resident and Chief Executive Officer 

The Richman Brothers Company 

William H. Gaudreau 
Resident and Chief Executive Officer 

Holtzman r s Little Folk Shop , Inc. 

Ronald J. Berens 

President and Chief Executive Officer 

The Rx Place Division 

Kenneth E. Colson 

President and Chief Executive Officer 

Woolwortb Overseas Corp. 

Frank J. Marrella 

President and Chief Executive Officer 

Unconsolidated Operation 

Wbolwortb Mexicana, 5,j4. de C.V. 

Alfonso Rodriguez 
Director General 

Store Information 

Callers in the US. may use our toll- 
free information service to locate the 
nearest store. From the continental 
US., Hawaii, Puerto Rico, and US. 
Virgin Islands: 1-800-255-2550. From 
Alaska. 1-800-447-0890. 









o 


